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SUMMARY 

When I chose the topic of my dissertation I wanted to get involved in a research that can be useful for my home region and can use 
the resources of my country in the most efficient way. On first sight Hungary is obviously an agricultural country with great tillable 
areas so the initial “ingredients” are given. Nevertheless my mission held some surprises. First I had to focus on a special area of 
agribusiness sector which is quite difficult considering the numerous relations of this sector to others as bio-fuels, food processing, 
tourism, etc. The basic step was to examine the sector as an integral entity. These studies showed the fundamental problems of the 
field but did not lead to further steps. Regardless of this fact I tried to collect good practices throughout the European agricultural 
and food clusters. Some essential assumptions can be derived from these data for the visions and field of activity but most of them 
cannot tell about the formation of these clusters. Of course they had tradition in the specific area but Hungary has also (at least from 
our point of view) a successful history in agriculture and husbandry. This paper is an introduction to the agricultural cluster 
possibilities in Hungary examining the specialties in the agricultural sector, and it tries to give an idea of a combined way of 
creating small agribusiness clusters and bringing business opportunities into the region.  
Keywords: agricultural clusters 
Journal of Economic Literature (JEL) code: Q13, Q16 

 

MOTIVATION 

My motivation is regional development in my home region, 
because it is really underdeveloped in terms of GDP per capita 
and employment compared to the other EU-27 regions. An 
appropriate model is needed to enhance regional development. 
First I was enthusiastic about agriculture because somehow our 
culture is certain about the value of the “land”. Somehow the 
usage of this renewable resource is unbound. I was wondering 
whether it was related to the geographical and climate 
circumstances but it isn’t. So I have decided to examine the 
structure of agriculture and its contribution to GDP and 
employment. After having an aim to investigate on the resource 
side I stated the question: What if the management of 
agriculture is not proper? What kind of proper solution can there 
be for these problems? 

My Master’s thesis was written about Hungarian 
Nanotechnology and Material Science cluster, so I have chosen 
to work with clusters. Cluster policy is strongly related to 
regional development. Accordingly I collected information on 
the development policies and about competition including 
(Absolut/Relative/Comparative/Competitive 
advantages/Heckser- 
Ohlin model/Structure-Conduct-Performance Paradigm), 
because cluster is a kind of “co-opetitive” phenomena. After the  

theoretical summing-up I realized that most of the cluster based 
regional development programs are dealing with only high-tech 
branches such as the energy, automotive, or biotech industries. 
However, in some countries such as in Denmark, Ireland or 
France there are regions which have successful agricultural 
clusters. If they can achieve good results, maybe we can also. 
The structure of this paper is the following:  

1. Summary of agricultural situation in Hungary 
2. Introduction to network and cluster type co-operations 
3. International trends for agribusiness clusters 
4. A possible way to start an agricultural network in small 

towns in the region 

STATISTICAL ANALYSIS OF THE 

AGRICULTURAL SECTOR 

The main problem is that agricultural land is not used as it 
should be. According to that I collected data about the situation 
of agribusiness in Hungary, and then I made an analysis about 
it. The analyzed data was the GDP share of agriculture, 
employment in agriculture, sector structure. The analysis shows 
that the share of agricultural land is high within the country. 
When we think about the agro-forestry sector it represents 80% 
of the whole area of Hungary. Figure 1. 
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"what are the actual needs of the land and of the people 
involved in this enterprise?"(McFadden, 2004)  

The primary resource soil is perfect in Hungary and the 
ecological attributes are also appropriate. The climate is not the 
problem either. International practice shows that agriculture is 
driven by clusters in those countries where equipment, 
technology, and experience and tradition are available (the 
Netherlands, Denmark, Austria, etc.). My region is not well 
supplied with these resources.  

To have a short view of the causes of this situation I would 
like to share data in comparison to other European countries:  

➣ Hungarian agriculture has poor supply of machinery 
(32% of EU average and 17-20% of the German in 
terms of agricultural machines)  

➣ Low efficiency (there is 5 times greater efficiency in 
Germany meaning that the crop yield in agriculture 
(handled as one) is 20% of the German value) 

➣ Export intensity is extremely low (The Netherlands 
11.112 USD/ha , Denmark 3.279 USD/ha;  Hungary 
372 USD/ha) (We must consider that The Netherlands 
are of course a special case, but Denmark has also 
export intensity per hectare that is ten times higher 
than that of Hungary) 

➣ Food imports grow rapidly from year to year (In 
connection with this tendency we must think about 
local sustainability which I will discuss later) 

➣ Horizontal network establishment with the small and 
medium-sized enterprises (SMEs) are needed 
(Bottom-up initiations can be really useful in a so 
fragmented a sector using the co-operational 
workforce of the primary producers)  

DRIVING FORCES OF NETWORKS 

All of the cooperation among the economic actors can be 
defined as a kind of network. From this point of view the whole 
global economy is one enormous network where smaller 
networks are competing. There is no general agreement on the 
term of business network or business cluster there is no general 
agreement. Usually a business cluster is “a geographic 
concentration of interconnected businesses, suppliers, and 
associated institutions in a particular field. Clusters are 
considered to increase the productivity with which companies 
can compete, nationally and globally.” (Porter 1990) For this 
article let us define a business network as a conglomeration of 
cooperating producers and companies where they jointly create 
value needed by the customers. Table 1. show the difference 
between a hierarchical company, a network, and the market 
itself : 

Network type cooperation is one of the best solutions for 
high flexibility, real-time customer adaption, regional 
development, and to ensure competitiveness of the members. 
Network cooperation is usually more productive for the 
members than the separated work. The benefits usually come 
from the synergetic cooperation of the member. 

Table 1 
Comparison of Different Types of Organizations 

(Based on Powell 1990) 

Key features Hierarchy Network Market 
Co-operation Closed Opened in 

time and 
space 

Opened in 
time and 
space 

Degree of 
Integration 

Vertical Hybrid Horizontal 

Degree of 
Flexibility 

Low Medium High 

Degree of 
Adaption 

Slow and 
discontinuous 

Fast and 
continuous 

Prompt and 
continuous 

Type of 
production 

Mass-
production 

Tailor-made Non-specific 
(wide range) 

Here I discuss about developing organizational structures 
and management tools. These show the different co-operational 
styles and the forms for companies. My goal was to have a clear 
view on the different terms used by the scientific literature. The 
literature in the different countries has use a uses a wide range 
of terms for network-type co-operations.  

Four types of business networks are defined as: 
1. Horizontal 
2. Vertical 
3. Hybrid 
4. Occasional 
In this study I only show two examples of the four 

categories. A horizontal network in agriculture can be co-
operation between the primary producers and a coordinator. The 
coordinator’s role is to create a link between the primary 
producers and the consumers. The coordinator’s work is 
basically logistical. Beyond the collection and distribution of 
products the coordinator has to create an informational system 
which can handle the demands of the customers and can also 
create the supply structure of the primary producers. The 
products of the primary producers can vary in a wide range. 
There is seasonality in these products so the creation of a 
sustainable chain can be really difficult. This kind of 
cooperation is based on human relations rather than on the 
classical form of distribution.  

A vertical network is easily defined when our integrator 
company is in food processing sector. In this case the integrator 
creates the network to ensure the continuous production and 
delivery to the costumers.  

The German approach differs in other ways as well. The 
dimensions are research profile (basic or applied) and financing 
(public or private). It is obvious that networks and clusters are 
highly financed by the public actors of the economy. The 
Hungarian practice differs a lot from this and maybe it is also 
the main cause of efficiency problems. To summarize the 
theoretical part I should say that clusters from my point of view 
are “just” special networks with mixed (public and private) 
funding and with co-operation with researchers. (Universities, 
research centers, labs, etc.) From this point of view network 
theories can also be used for clustering for example scale-free 
network theory.  
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